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Abstract

Empowering microentrepreneurs is essential for the sustainability of the microfinance ecosystem. As a
result of their lack of financial skills, many microentrepreneurs have sought assistance from microfinance
institutions. In order to achieve their two-fold goals, microfinance institutions must ensure both financial
and social sustainability. This study draws attention to the unique and significant resources accessible in
Malaysian Islamic social finance, specifically zakat. The institutions provide nonrepayable micro funds
and are responsible to stakeholders for managing zakat funds. A systematic literature review technique
was used to analyse and evaluate the existing information and knowledge gaps regarding the key factors
that contribute to the empowerment of zakat microentrepreneurs for social sustainability. The analysis
reveals five themes: entrepreneur values and interpersonal skills, sound and prudent financial
management, corporate governance practices, strong customer service and support, and technology and
infrastructure. The study suggests implementing measures to strengthen good governance and effective
financial management, interpersonal and customer service competency, and technological adoption to

attain financial sustainability.
2357-1330 © 2024 Published by European Publisher.

Keywords: Empowerment, financial sustainability, microentrepreneurs, Zakat institutions

@@@@ The Author(s) 2024. This article is licensed under a Creative Commons Attribution-NonCommercial-NoDerivatives
AT 4.0 International License (https://creativecommons.org/licenses/by-nc-nd/4.0/).


https://creativecommons.org/licenses/by-nc-nd/4.0/
https://creativecommons.org/licenses/by-nc-nd/4.0/
mailto:ismah817@uitm.edu.my

https://doi.org/10.15405/epsbs.2024.05.33

Corresponding Author: Ruhaini Muda

Selection and peer-review under responsibility of the Organizing Committee of the conference
eISSN: 2357-1330

1. Introduction

The empowerment of zakat microentrepreneur is a key element towards a financial sustainability
in microfinance sector. However, studies within the context of Islamic social finance are still lacking.
Islamic social finance uses practices, conducts, and offerings that provide good value and sustained
benefit to the economy, community, and environment as a means of orienting its attention beyond shariah
compliance and towards accomplishing the desired outcomes of shariah. The shift toward comprehensive
value creation and value-based activities is in line with the initiative of the Financial Sector Blueprint
2022-2026, Bank Negara Malaysia (2022) which aims for greater adoption of sustainable financing, also
known in Malaysia as value-based intermediation (VBI) financing.

Beyond the health and human tragedy, the Covid-19 pandemic triggered the most serious
economic crisis since World War II (The Organisation for Economic Co-operation and Development,
2020). Many governments at all levels have reacted quickly, applying a ‘place-based’ or territorial
approach to policy responses to the Covid-19 crisis, on the socio-economic to protect small businesses,
households and vulnerable populations. Financial incompetence has led many small businesses, especially
microentrepreneurs, to seek financial support from microfinance institutions. Microfinancing has been
shown to be a crucial factor in helping to enhance the living conditions of the microentrepreneurs, in
addition to making it possible for them to gain access to various forms of financial capital. It does this by
giving significant amounts of financial aid to microentrepreneurs who are unable to afford to supply
physical collateral in exchange for finance; instead, the financing requires social collateral. The dual role
of achieving social and financial objectives requires the microfinancing programmes to aim for long-term
social and financial sustainability.

The microfinance programmes are broadly divided into two categories: repayable and non-
repayable. In Malaysia, Amanah Ikhtiar Malaysia, TEKUN Nasional, and Yayasan Usaha Maju, Sabah
are among the major microfinance institutions that provide repayable micro funds. Non-repayable micro
funds are provided to micro entrepreneurs by zakat institutions (e.g., Selangor, Penang, Negeri Sembilan,
and Kuala Lumpur) and non-governmental organisations (NGOs) such as Yayasan Basmi Kemiskinan.
Zakat institutions have been working for years to achieve financial sustainability and ethical practices.
The institutions are in the front line of providing support for microfinance by providing non-payable
micro funds to microentrepreneurs. While there have been many studies on the economic success of
microentrepreneurs, knowledge on the elements that help zakat micro-entrepreneurs achieve social
sustainability remains scant. It is essential that microfinance providers, such as zakat institutions, are able
to empower the beneficiaries (mustahiq), including microentrepreneurs in order to maximize the potential
social and economic impact. The efficient and effective delivery of microfinance initiatives requires their
initiatives that give impact and promote socioeconomic well-being of communities. This can have
positive social effects at various levels of society, ranging from the individual to the community to the
regional level.

In order to accomplish this, it is crucial to establish long-lasting, sustainable relationships between
institutions and microentrepreneurs. Simultaneously, microfinance services must be inclusive and have a
positive impact to mustahiq. Therefore, to facilitate efficient and effective management of microfinance

programmes, it is essential to identify key success factors in empowerment of microentrepreneurs towards
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financial sustainability. Thus, microfinance programmes should be financially and socially sustainable to
achieve their dual goals as Islamic social finance focuses on shariah's desired outcomes rather than solely
on financial benefit. This study draws attention to the unique and substantial resources available in
Islamic social finance in Malaysia, i.e zakat that managed by zakat institutions. The institutions offer non-
repayable micro funds and require discharging accountability of the zakat funds to the stakeholders. This
study aims to identify key success factors in empowering zakat microentrepreneurs towards financial
sustainability using systematic literature review approach. This study makes use of systematic literature
review (SLR) approach to maps and assesses the existing knowledge and gaps on key success factors in
empowering zakat microentrepreneurs. The remaining sections of this work are structured as follows.

Section 2 provides a review structure. In section 3, present analysis of results of this study. Next, section

4 describes the study's commentary and discussion of findings. Finally, section 5 concludes.
2. Research Methodology

The SLR approach helps to gather all relevant papers and materials that meet inclusion
requirements to answer research query (Mengist et al., 2020). It uses clear and methodical techniques to
eliminate bias in finding, identifying, evaluating, synthesizing, analysing, and summarizing studies. The
procedure begins with the creation and validation of the protocol for review. The protocol's purpose is to
ensure that the evaluation is methodical, transparent, and reproducible (Xiao & Watson, 2019). The SLR
used in this study is governed by Preferred Reporting Items for Systematic Reviews and Meta-Analyses
(PRISMA), which was developed by Moher et al. (2009). PRISMA, on the other hand, exclusively
employs systematic reviews because this meta-analysis is quantitative rather than qualitative. According
to Page et al. (2021), PRISMA procedure in SLR has four benefits, which are as follows: to demonstrate
the quality of the review; to enable researchers to evaluate the strengths and limitations of a study; to
permit replications; and to permit future advancements of the protocol. As shown in Figure 1, the
PRISMA protocol in this study includes four procedures: identification, screening, eligibility, and

inclusion. These four procedures will be discussed in detail in a subsequent section.
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Identification

Records identified through
database searching at SCOPUS (n
=51)

Records identified through
database searching at Web of
Sciences (n =27)

Screening \ /

Number of records after duplicates removed (n = 20)

/

Number of records excluded due to published
other than year 2015-2021, published in non-
English journal, published in non-final stage

Number of records screened
(n=58)

(n=11)

Eligibility

Number of full text articles
assessed for eligibility (n = 47)

Exclusion criteria: Not related to zakat micro
entrepreneurship (n = 14)

Included

Number of studies included in qualitative analysis (n = 33)

Figure 1. PRISMA protocol guided by Moher et al. (2009)

2.1. Review Structure

There were two phases to the literature search: random and systematic. The purpose of the articles
search is to delve into zakat and micro-entrepreneur. This first phase covers the groundwork for a deeper
dive into the topic of micro-entrepreneurs and zakat. An exhaustive search of papers on zakat and micro-
entrepreneurship is the first step in this study, with the goal of gaining an understanding of the context of
identifying success characteristics to empower zakat microentrepreneurs. In the second phase, this study
systematically looked for the characteristics that helped in empowering zakat micro-entrepreneurs. A
well-defined research question should guide the SLR process. During the identification phase, the term
"zakat micro-entrepreneur” emerged as the most relevant to the study.

Elsevier's Scopus, according to Baas et al. (2020), has the highest quality data that are indexed
through careful content selection and re-assessment. Meanwhile, Li et al. (2018) discovered that the Web
of Science (WoS) has become an increasingly important scientific tool in almost every country and
knowledge area. As a result, these scholarly databases were used to collect relevant articles. Several

relevant articles related to micro-entrepreneurship were collected and reviewed using the funneling and
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filtering method. In the article search, the following keywords were used: "Zakat Microentrepreneur”,

"Micro business", "Zakat Asnaf" and "Asnaf Microentrepreneur”.

2.1.1. Formulation of Research Question

The study builds an inquiry using the PICo strategy. When formulating the research questions that
would guide this review, PICo was utilised as one of the research question tools. There are three crucial
elements of PICo that must be incorporated into a research question: the population (P), the research
interest (I), and the context (Co). In designing a research question, therefore, the researchers have
incorporated three major components: microfinance institutions (Population), key success factors in
empowering microentrepreneurs (Interest), and faith-based (Context). By merging these three
components, the research question is phrased as follows: What are the institutions’ key success factors
identified in empowering micro-entrepreneurship in faith based?”. This study developed a comprehensive
search string employing the Boolean Operator, phrase searching, truncation, wildcard, and field code
operations for two databases: Scopus and Web of Sciences, after upgrading the keywords. Multiple
databases must be searched to minimise publication bias, compensate for the limits of a single database,
and encourage transparency in this process (Kraus et al., 2020; Page et al., 2021; Xiao & Watson, 2019).

Table 1 displays how search terms were formulated for Scopus and Web Sciences. The field code
search is based on the title, abstract, and keywords. Scopus therefore identified 51 publications, while

Web of Sciences identified 27. The subsequent procedure is screening.

Table 1. The search string

Database Search String

SCOPUS TITLE-ABS-KEY (("zakat micro*entrepreneur*” OR “zakat micro*business*” OR
“zakat asnaf” OR “asnaf micro*entrepreneur*”))

Web of Sciences ~ TS=(("zakat micro*entreprencur*” OR “zakat micro*business*” OR “zakat asnaf” OR
“asnaf micro*entrepreneur*”’))

2.1.2. Screening

In this study, the second step of the PRISMA protocol is screening. This screening procedure
necessitates that the study decides whether to include or exclude articles from review. The database
automates this procedure by using a filtering system. According to Kraus et al. (2020) and Meline (2006),
the screening procedure has the advantage of ensuring that the selection criteria from the database are
adequate, not too narrow or too broad. The duplicate article was removed from the Scopus and Web of
Sciences databases as part of the study (Shamseer et al., 2015). This procedure is critical to avoiding
double review, which would result in the detection of 20 instances of duplication. The articles were then
excluded based on the study's timeframe (2015-2021), article language (English), document type (journal
or article), and publication stage (final). As a result, 11 items must be eliminated because they do not
meet the specific criteria.

To obtain the most appropriate articles, several steps were taken in the screening process. This
study assesses prior research on zakat micro-entrepreneurship from 2015 to 2020. This time period is

considered relevant because the number of published articles in this domain is greater than several years
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ago and offer more comprehension in the current context. Following the evaluation of abstracts, 58
articles were successfully collected. Following that, the articles were filtered based on a set of mandatory
inclusion criteria, including it must be written in English. Furthermore, these articles must be complete
and easily accessible. Previous systematic reviews were rejected because this study only considered
articles that used primary data and should fall within the domain of social science. There were 78 articles
found. Finally, 20 articles were eliminated due to duplication, not being strongly related to the study's

area, or being a student's thesis/dissertation. At the final review, 47 articles were successfully retrieved

and evaluated.

2.1.3. Eligibility

The third step of the PRISMA process is the determination of eligibility. In addition to
identification and screening, manual labour makes this procedure challenging (Mohamed Shaffril et al.,
2021). Consequently, the inquiry adopts a comprehensive methodology. There are 47 qualifying articles.
The study adhered to the recommendation of Kraus et al. (2020), which advocates commencing the
reading of articles with their titles and abstracts. The study can then determine if the publication is
accepted and relevant to its research question. Therefore, 14 publications are disqualified since they do
not answer the required research question. After assessing eligibility, the inclusion approach can be

implemented.

2.1.4. Inclusion and Data Extraction

Following the completion of the eligibility process, the study reviewed 33 articles as illustrated in
Figure 1. The data was extracted in the study by first creating an extraction sheet. As a result, data
extraction helps to answer the research question. Furthermore, the matrix table is an effective tool for
increasing transparency and shedding light on the current synthesis process (Kraus et al., 2020; Mohamed

Shaffril et al., 2021).

2.2. Data analysis

The data for this investigation were analysed using data synthesis. The synthesis is necessary for
conducting analysis since it disperses the information from the matrix table across 33 articles to be
evaluated. Consequently, the result of the synthesis will be analysed and presented in line with the
qualitative technique of thematic analysis. The purpose of thematic analysis is to recognise, examine, and
interpret meanings (themes) within qualitative data (Clarke & Braun, 2014). Various topics have been
found in this study based on the significant findings of the selected article, which will be discussed in the

next part.
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3. Analysis of Result

3.1. Geography and Research Design

Based on the analysis, many studies have been conducted on micro entrepreneurship across the
world including Muslim minority countries such as Israel, USA, and United Kingdom. Meanwhile,
Muslim countries such as Malaysia, Turkey or Pakistan have more tendency to research on micro-
entrepreneurship in terms of zakat or asnaf. Figure 2 below demonstrates the sources of qualitative-based
studies by countries. Most of the qualitative studies on micro entrepreneurship discovered in Malaysia
which comprise 4 out of 16 reviewed articles. These articles show that Malaysia-originated papers
commonly have focus on zakat micro entrepreneurship and asnaf. Malaysia appeared the most originated
articles discussed on this context. These papers were focusing on micro entrepreneurship except two
articles by (Neise et al., 2021) and (Izzati et al., 2020) from Indonesia, one paper by (Wolmarans &
Meintjes, 2015) from South Africa and one article by (Sahin, 2018) from Turkey that have concern on
both micro entrepreneurship and small or medium enterprises.

In terms of quantitative-based studies, 21 outcomes were successfully obtained from 15 countries
namely Malaysia, Pakistan, India, Peru, Israel, Democratic Republic of Congo, United Kingdom, Mexico,
South Africa, Bangladesh, Uganda, Ghana, Chile, Yemen, and Poland. Apparently, Malaysia-originated
articles also have emerged as the majority among the quantitative-based articles which comprise of 5 out
of 21 reviewed papers. The nature of research design that employed by previous researchers were
disseminating questionnaires to different types of respondents. In addition, among these quantitative
articles, there were several studies that have moderating or mediating effect in order to gain more
comprehension in micro entrepreneurship. For instance, Monnickendam-Givon et al. (2018) who
employed strong ties and weak ties as their mediating variable or study by Bin-Nashwan et al. (2021) who
used perceived behavioural control as their moderating variable. Figure 3 shows the sources of

qualitative- studies by countries.

Malaysia
22%
Others
[39%]
Ghana
[17%]
Mexico
[11%)]

Figure 2. Sources of quantitative-based studies by countries
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Malaysia
[24%]

Others
[57%]

Pakistan

[9%]

India
[10%]

Figure 3. Sources of quantitative-based studies by countries

3.2. The themes

The study identified and selected 33 articles for review. Six articles were published in 2015, three
in 2016, four in 2017, eight in 2018, four in 2019, five in 2020, and three in 2021. In terms of
geographical distribution, Malaysia produced the most contributions (6 articles), followed by Ghana (3)
and Indonesia (3). The study's methodology is numerically diverse, including 18 quantitative
publications, 12 qualitative articles, and 3 mixed-method articles. There are five themes can be attributed
to five overarching principles of empowering microfinance. Table 2 shows the matrix summary of the

selected articles to discuss in more depth.

3.2.1. Entrepreneur Values and Personnel Skill

One of the most important success factors in microfinance is having good values and
entrepreneurship skills (Alhassan & Goedegebuure, 2015). Good values in this theme refer to the guiding
principles of the attributes. Four positive values have been identified as contributing to the success of
microfinance. First, religious values must be instilled in the personnel (Quagrainie, 2018). This is due to
the fact that different religions have different goals for microfinance. In Islam, for example, sharia allows
microfinance to fund permissible business activities but forbids usury (riba). Second, the community
should have good values by implementing an entrepreneurship equality system for men and women.
There should be no gender discrimination or patrilineal system (S. Boateng & Poku, 2019). Third,
education is required to increase a community's value. It is because education raises community
awareness of the importance of microfinance, which helps to improve people's quality of life (Asencios-
Gonzalez et al., 2018; Goswami et al., 2017). Fourth, entrepreneurs must instil positive attitudes and
subjective norms in order to effectively use microfinance funding and practise good entrepreneurship
(Mensah et al., 2018; Thaker et al., 2016). Microfinance, on the other hand, can be a major success if
microentrepreneurs have relevant skills. Personnel must have experience managing microfinance and
know-how (Hanif & Zafar, 2020; Ssekiziyivu et al., 2018). The expertise possesses not only the
microfinance mechanism, but also internal personnel skills to reconcile the goal of assisting entrepreneurs

when they require assistance (Allet, 2017). Yusoff et al. (2018) identified technical skills, communication
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skills, market orientation, and networking skills as required skills for microfinance personnel. Thus,

without skills, microfinance cannot be implemented smoothly and efficiently.

3.2.2. Institutional Sound and Prudent Financial Management

To ensure their success and efficiency, microfinance providers must have sound and prudent
financial management (Ramirez-Urquidy et al., 2018; Yusoff et al., 2018). Three strategies are available
to ensure sound and prudent financial management in microfinance. First, the providers or lenders must
have easy access to credit (Goswami et al., 2017; S. Boateng & Poku, 2019). It is because a lack of credit
leads to lenders viewing loans as risky. Lenders must take an active role in mobilising deposits and
commercial transactions. As a result, the funding pool expands and credit for microfinance activities
becomes available (Okoye et al., 2019). Second, providers or lenders must be proficient in the use of
management accounting tools that incorporate microfinance financial management. To properly monitor
microfinance performance, management accounting tools are required to control revenue and cost (Najera
Ruiz & Collazzo, 2021) and cash flow movement (De Amorim Braga et al., 2018). To attract
microfinance entrepreneurs, they must first reduce borrowing costs (Gill et al., 2016) and efficiently
manage working capital (Wolmarans & Meintjes, 2015). Mental budgeting, on the other hand, can be
used as a management accounting tool to refer to financing amounts that do not exceed the cap (Hoque,
2017). Third, they can pursue good limited financial rationality, which refers to the decision whether to
approve or reject the financing application (Ahmed & Malik, 2015; Palacios-Duarte et al., 2019). It
ensures that lenders use an appropriate credit appraisal method to provide funding to the right

entrepreneur.

3.2.3. Practices of Corporate Governance

Governance is also essential to ensure that administration and management are carried out
effectively, hence delivering great success in microfinance (Okoye et al., 2019). There are four ways in
which effective governance practises contribute to the success of microfinance. First is the reliability of
greater administration and management through fortitude (Hanif & Zafar, 2020; Lekaj & Qirezi, 2020). It
indicates that administration and management procedures are consistent during economic expansion and
recovery. Second, microfinance must implement a prudent and effective collecting policy (Ahmed &
Malik, 2015). It is to ensure that the borrowers or entrepreneurs do not feel pressured or uncomfortable
when it comes to repayment if their business position is not favourable. Thirdly, the microfinance
organisation must have an effective board of directors and shareholders to ensure that it is well-governed
(Ssekiziyivu et al., 2018). If anything, unfavourable happens to microfinance organisations, the board of
directors and shareholders can be held liable. Fourth, the microfinance institution must place a high value
on entrepreneurs via corporate entrepreneurship disclosures (Albu & Mateescu, 2015) and guarantee the
viability of their businesses (Allet, 2017; Abdullah & Ismail, 2017). In four ways, microfinance
institutions can not only function efficiently and be conservative, but also make sound judgements

regarding the path of the institution.
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3.2.4. Exceptional Customer Service and Support

Microfinance institutions are essential to the success of entrepreneurs, who require both financial
aid and dependable support and services (Abdul Razak et al., 2017). As a result, there are four ways in
which services and assistance can help microfinance flourish and benefit business owners. First,
microfinance organisations may help company owners succeed by giving them the skills they need to
keep going (Goswami et al., 2017). It's meant to address the issue of microfinance institution support
employees lacking the same level of expertise as the entrepreneurs they assist (Abbas & Shirazi, 2015).
Second, if the entrepreneur is having trouble, the microfinance institution can offer monitoring and
consulting services (Adnan et al., 2021; Ahamad et al., 2020; Monnickendam-Givon et al., 2018; Sahin,
2018). Therefore, it is important to pay attention to issues associated with entrepreneurship, as doing so
will foster a mutually beneficial partnership between established organisations and pioneering start-ups.
Third, microfinance organisations might introduce plans for societal progress (Mensah et al., 2018). This
initiative will provide young people with opportunities to participate in entrepreneurial endeavours that
have the potential to provide substantial financial gains. Forth, microfinance organisations should invest
more resources into improving their collection and repayment division services. To this end, it is possible
to provide appropriate reimbursable programmes for severely low-income business owners (Nadzri et al.,
2018) and to give training for efficiently managing borrowers (Tabot Enow & Kamala, 2016). The
aforementioned quartet of services and support significantly raises the bar for how effective microfinance

can be.

3.2.5. Technology and Infrastructure

Technology and infrastructure contribute significantly to the speed and effectiveness of
microfinance processes. Due to the demand for microfinance from SMEs, the institution must expedite
the application procedure (Allet, 2017; Palacios-Duarte et al., 2019). It is possible with the application of
information management and process methodologies. In addition, microfinance needs the support of
information technology systems and tools to improve operational efficiency, cut marketing expenses, and
raise profits (Izzati et al., 2020; Malanga & Banda, 2021). Additionally, the advanced information
technology can accelerate the institution's account receivable collection, thereby increasing its
productivity (Tabot Enow & Kamala, 2016). Historically, one of the most important financial
management instruments is management accounting. Therefore, improved information technology and
infrastructure can facilitate access to a company's financial data and facilitate the efficient management of
total revenues and total assets (Perez-Estebanez et al., 2018). As a result, these information technologies

and infrastructure will boost the productivity of microfinance, which is one of its primary success criteria.
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Table 2. Thematic Analysis Matrix Summary

No Studies Year Region Research design SV FM CG SS TI
1 Allet 2017  El Salvador Quantitative N V V
2 Wolmarans and Meintjes 2015 South Africa Quantitative \

3 Albu and Mateescu 2015 Romania Quantitative \

4  Gilletal. 2016 India Qualitative v

5 Abbas and Shirazi 2015 Pakistan Quantitative V

6 Ahmed and Malik 2015 Pakistan Quantitative \ NN

7 Monnickendam-Givon et al. 2018 Israel Quantitative \

8  Thaker et al. 2016 Malaysia Quantitative V v
9 Tabot Enow and Kamala 2016  South Africa Quantitative v oA
10 Abdullah and Ismail 2017 Malaysia Qualitative v

11 Perez-Estebanez et al. 2018 Congo Quantitative v
12 Ahamad et al. 2020 UK Quantitative v

13 Abdul Razak et al. 2017 Malaysia Quantitative v

14 Hoque 2017 Bangladesh Quantitative V

15  Goswami et al. 2017 India Quantitative v \/

16  Nadzri et al. 2018 Malaysia Mixed v

17 De Amorim Braga et al. 2018 Brazil Qualitative v

18  Quagrainie 2018 Ghana Qualitative V

19 Sahin 2018 Turkey Qualitative V

20  Asencios-Gonzalez et al. 2018 Peru Quantitative \

21 Ramirez-Urquidy et al. 2018 Mexico Quantitative v

22 Ssekiziyivu et al. 2018 Uganda Quantitative V v

23 S. Boateng and Poku 2019 Ghana Qualitative v N

24 Palacios-Duarte et al. 2019 Mexico Qualitative \/ V
25  Yusoffetal. 2019 Malaysia Quantitative NN

26  Okoye et al. 2019 Nigeria Quantitative \ V

27  Lekaj and Qirezi 2020 Kosovo Qualitative V

28  Izzati et al. 2020 Indonesia Qualitative V
29  Mensah et al. 2020 Ghana Mixed \/ V

30 Malanga and Banda 2021 Malawi Qualitative v
31  Najera Ruiz and Collazzo 2021 Mexico Mixed v

32  Hanif and Zafar 2020 General Qualitative \ J

33 Adnanetal. 2021 Malaysia Qualitative V

*SV = Skills and value, FM = Financial Management, CG = Corporate Governance, SS = Strong Support, TI =
Technology and Infrastructure

4. Discussion

This study's primary research question is "What are the institutions' important success criteria

found for supporting faith-based zakat micro entrepreneurship”. Consequently, the analysis identifies five
major themes as illustrated in Figure 4: entrepreneur values and interpersonal skills, sound and prudent
financial management, corporate governance practices, strong customer services and support, and
technology and infrastructure. Based on these topics, the study provides the following three important
arguments:

First, the administrative staff centralises the microfinance institution's operations in accordance

with corporate governance principles and solid and responsible financial management. Even though the
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institutions were effective at offering microfinance services, this was one of the obstacles they faced.
Still, the objective of improving entrepreneurs' standard of living has not been widely attained (Milana &
Ashta, 2020). A number of institutions exhibited poor corporate governance (Amha, 2008). It was due to
board members abusing their authority to seek facilities well beyond the microfinance regulation limit
(Acha, 2012; A. A. Boateng, 2015). In terms of solid financial management, the institutions confront
obstacles such as excessive transaction costs, inappropriate collection procedures, and loan
mismanagement (Dey, 2015; Nasir, 2013). Due to this, a number of institutions struggled to function
profitably, particularly in terms of loan recovery and revenue margins, owing to rising management costs
and low lending margins (Govindasamy & Viswanathan, 2020; Prathap et al., 2018). Consequently, there
are three important factors to strengthen corporate governance in institutions: the board setting the correct
goals, improved decision-making by senior management, and collaboration with external governance to
assure compliance with standards, rules, and procedures (Hussain & Ahmed, 2020).

Second, the institutions faced difficulties in terms of personnel competence. The availability of a
labour force with microfinance expertise is restricted. In addition, these personnel lacked sufficient
product expertise and microfinance mechanism training (A. A. Boateng, 2015; Ussif, 2020). Therefore, it
weakens the functioning of the institutions, which borrowers might exploit to delay loan repayment.
Furthermore, the low degree of customer service expertise prevents personnel from servicing
microfinance and following up with customers regarding loan repayment (Abu Hassan et al., 2022). The
low competency level of personnel poses a substantial threat to the institutions, putting borrower
confidentiality and openness in question (Jaiswal & Ambrish, 2022).

The third important point raised by the study is that certain microfinance institutions still suffer
technological and infrastructure challenges. Due to data flow, security difficulties, and a lack of credit
access, the institutions failed to embrace the technology and infrastructure (Rozzani & Rahman, 2013).
Furthermore, some universities have inadequate infrastructure facilities. Consequently, borrowers and
businesses, particularly those from rural areas, are unable to visit the institutions. Their residences are
distant from the site (Abubakar, 2020; Gadekar, 2021). Therefore, technology enters the playing field to
accelerate the microfinance process in rural areas. With these essential issues solved, there is no doubt

that institutions will improve and expand.
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Figure 4. Illustration of key success factors of microfinance institutions

5. Conclusion

The main objective of this study is to examine the key factors that contribute to the effectiveness
of microfinance in facilitating zakat micro entrepreneurship within a religious framework. To address the
main issue of this study, a systematic literature review and theme analysis are employed. The primary
research question is: "What are the key factors identified by institutions that contribute to the success of
faith-based zakat micro entrepreneurship?". Based on the study results, there are five key factors that
contribute to the success of microfinance in empowering zakat micro entrepreneurship. These factors
include the values and skills of entrepreneurs, effective financial management, good corporate
governance practices, excellent customer services and support, and advanced technology and
infrastructure. Furthermore, the study identified three significant issues: inadequate governance and
effective financial management; insufficient interpersonal and customer service competency; and limited
adoption of technology and infrastructure by microfinance institutions. The primary conclusion from the
analysis provides three suggestions for future institutional enhancement in strengthening zakat micro
entrepreneurship. First, institutions should enhance their adoption of technology. To improve the
effectiveness of zakat micro entrepreneurship utilising blockchain technology, including the
implementation of smart contracts and rural repaying loans. Consequently, it is recommended that the
authorities engage in a collaborative effort to establish a zakat micro-entrepreneurial training programme
with the aim of enhancing the skills and capabilities of employees. Hence, this training programme will
enhance their comprehension and proficiency in debt recovery and loan management. Furthermore, the
preservation of trust between stakeholders is important. The study identified three limitations in the
current study. First, the number of papers on zakat microentrepreneurs is limited compared to those on
microfinance and microentrepreneurs. Hence, this study suggests for further investigation into
microentrepreneurs who integrate elements of zakat as inventive microfinance. Furthermore, the study
proposes examining the policies and practices of zakat microentrepreneurs in diverse Islamic countries in

order to assess their advantages and disadvantages. Given that this study is carried out using a systematic
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literature review spanning from 2015 to 2021, it is feasible to expand it up to 2022 considering the

growing trend in this research domain.
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